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Washington reports....
A  newsletter for leaders of the accounting profession, covering (1) recent Federal developments affecting accountants 
(2) related action by committees of the American Institute of Certified Public Accountants and (3) other Federal 
developments of interest.
Dear S i r :  W ashington, January  30, 1967
The 90th Congress w i l l  be a "slowdown" C ongress, say  lo c a l  p u n d its .
As to  im pact on a cc o u n ta n ts , th e  90th  Congress w i l l  have d i f f i c u l t y  m atching 
the  8 9 th , w hich, among o th e r  moves, en ac ted  Keogh p ro v is io n  ( in  PL 89-809) 
to  encourage self-em ployed  re tire m e n t p la n s , and e a r l i e r  passed  l e g i s la t i o n  
(PL 89-332) p ro v id in g  f o r  au tom atic  adm ission of c e r t i f i e d  p u b lic  acco u n tan ts  
and law yers to  T reasury  p r a c t ic e .  In  i t s  f i r s t  few days, how ever, the  90th 
Congress has seen in tro d u c tio n s  of re v is io n s  o f A d m in is tra tiv e  Procedure 
A ct; b i l l s  to  re q u ire  independent a u d its  of f e d e ra l ly  re g u la te d  banks; 
m easures to  re in s u re  c e r ta in  p r iv a te  pension  p la n s ;  a p ro p o sa l to  p ro h ib i t  
banks from perform ing c e r ta in  ’’non-banking" s e r v ic e s ,  aimed la rg e ly  a t  
computer o p e ra tio n s ; many key ta x  m easures; b i l l s  fo r  a "sm all ta x  c o u r t" ;  
F ed e ra l c h a r te r  b i l l s  c a l l in g  f o r  independent a u d i ts ;  a m easure c a l l in g  f o r  
a u d its  on c e r ta in  co p y rig h t r o y a l t ie s  and re v is io n s  of S o c ia l S ecu rity  and 
M edicare law. Few of th e se  b i l l s  w i l l  become law . A more d e ta i le d  le g is ­
l a t i v e  rundown w i l l  appear in  "W ashington Background," Jo u rn a l of A ccountancy. 
February  is s u e .
S ta tu to ry  Summary: L ate  in  89th C ongress, th e  fo llo w in g  law s, of 
g e n e ra l i n t e r e s t  to  a c c o u n ta n ts , were p assed : (1) PL 89-601, r a i s in g  minimum 
wage from $1.25 to  $1 .60 ; (2) PL 89-779, in c re a s in g  SBA’ s re g u la t io n  over 
sm all b u s in ess  investm ent com panies; (3) PL 89-800, suspending investm ent 
c r e d i t ;  (4) PL 89-809, th e  F oreign  In v e s to rs  Tax A ct, which in c lu d ed  Keogh 
p ro v is io n s  and (5) PL 89-495 and PL 89-496, two bankruptcy  laws a f f e c t in g  
a c c o u n ta n ts .
More than  20.000 acco u n tan ts  used s p e c ia l  e x te n s io n  form , during  
1963 b u s in ess  census. E x tension  form , worked out w ith  Census Bureau by 
American I n s t i t u t e ,  w i l l  ag a in  be a v a ila b le  to  acco u n tan ts  in  1967 census.
Rep . Joseph P. V ig o rito  (P a .)  was th e  only  c e r t i f i e d  p u b lic  
acco u n tan t r e - e le c te d  to  90th  C ongress. Rep. Ronald Brooks Cameron ( C a l i f . )  
was d e fe a te d  in  h is  b id  f o r  r e - e le c t io n .
Small B usiness A d m in is tra tio n  o f f ic e s  may soon be showing th e  
American I n s t i t u t e  f i lm , "CPA", to  lo c a l  businessm en. The agency has
Copyright 1967, Am erican In s titu te  of C ertified  Pub lic  Accountants
in d ic a te d  i t s  in te n t  to  purchase cop ies of th e  f i lm , as p a r t  of i t s  program 
to  inform  sm all businessm en of com m unity-level p ro fe s s io n a ls  who can b e s t 
h e lp  t h e i r  b u s in esses  succeed .
Three American I n s t i t u t e  members have ju s t  been named to  a U.S. 
Chamber of Commerce adv iso ry  committee on o rg a n iz a tio n  of C ongress. Maurice 
H. S tan s , J . S. Seidman and E ric  L. Kohler w i l l  be members of six-m an p a n e l, 
to  review  v a rio u s  re o rg a n iz a tio n  p ro p o sa ls , In c lu d in g  hand ling  of F ed e ra l 
budget.
"Conglom erate r e p o r t in g ” d e c is io n s  w i l l  p robably  n o t occur u n t i l  
l a t e r  th i s  y e a r , accord ing  to  c u rre n t in fo rm a tio n . The S e c u r i t ie s  and Ex­
change Commission, co n sid e rin g  s te p s  i nvo lv ing  more e x ten s iv e  f in a n c ia l  re ­
p o r tin g  by complex e n te r p r i s e s ,  w i l l  a p p a ren tly  w ait u n t i l  v a rio u s  study 
groups, in c lu d in g  th o se  of th e  American I n s t i t u t e ,  have had more tim e to  
comment. The F ed e ra l Trade Commission co n tinues to  be v o ca l on " d iv is io n a l  
re p o r t in g ."  FTC Commissioner E v e re tte  M acIntyre, speaking  re c e n tly  befo re  
a group of New York a t to rn e y s , contended th a t :  "The d a ta  n ecessa ry  to  e f ­
f e c t iv e ly  probe th e  q u estio n  of w hether p r o f i t s  in  one m arket have been o r 
a re  l ik e ly  to  be used to  su b s id iz e  e n try  to  o r  expansion in  an o th er market 
in  many in s ta n c e s  sim ply has n o t been p re se n te d . R equiring conglom erate 
concerns to  re p o r t  t h e i r  ea rn in g s  by d iv is io n s  should  f a c i l i t a t e  th e  a n a ly s is  
of th e  p r a c t i c a l  consequences of th e  conglom erate a sp ec t of a la rg e ,  d iv e rs ­
i f i e d  company to  com petition  in  s p e c if ic  m ark e ts ."
A permanent R en eg o tia tio n  law may be a ttem pted  in  th e  90th C ongress, 
as C ongressional c r i t i c s  of a lle g e d  V ie t Nam "war p ro f i te e r in g "  warm to  
th e i r  s u b je c t .  Recent C ongressional address by Rep. Henry B. Gonzales was 
f i r s t  s tep  in  th i s  move.
P u b lic a tio n s  of i n t e r e s t : (1) 1967 e d i t io n s  of "Tax Guide fo r  Small 
B usiness and "Your F ed e ra l Income T ax," p rep ared  by I n te r n a l  Revenue Serv­
i c e ,  a v a ila b le  f o r  50 c en ts  each from IRS D is t r i c t  D ire c to rs  o r  from U. S. 
Government P r in t in g  O ff ic e , W ashington, D. C. 20402; (2) "Recordkeeping 
Systems: Small S to re  and S erv ice  T rad e ,"  Small B usiness A d m in is tra tio n  
B ib liography  No. 15 ( re v ise d  Septem ber, 1966), a v a ila b le  f r e e  from SBA f i e ld  
o f f ic e s  o r SBA, W ashington, D. C. 20416; (3) "Tax-Saving P lans f o r  S e l f -  
Employed" (co n ta in s  u p - to -d a te  a n a ly s is  o f Keogh law ), a v a ila b le  from Com­
merce C learin g  House, 4025 W. P e te rso n  A ve., Chicago, I l l . 60646, f o r  $1 .00; 
(4) "A udits of Government C o n tra c ts ,"  p repared  by G eneral Accounting O ffice  
and a v a ila b le  from Government P r in t in g  O ffice  f o r  15 c e n ts ;  (5) "P u b lic  
P o licy  Im p lica tio n s  of Investm ent Company Growth" ( r e p o r t  is su e d  by th e  
S e c u r i t ie s  and Exchange Commission), a v a ila b le  from Government P r in t in g  
O ffice  a t  $1.00.
Computers to  a id  in  C ongressiona l d e c is io n s . Suggestion  made in  
e a r l i e r  h ea rin g s  by American I n s t i t u t e  and o th e r  w itn e s se s , may be adopted 
by th i s  Congress e i t h e r  s e p a ra te ly ,  o r  as  p a r t  of b ro ad e r C ongressional re ­
o rg a n iz a tio n . Proponents d i f f e r  sh a rp ly  as to  w here, in  C ongress, to  lo c a te  
fu n c tio n , b u t seem g e n e ra lly  agreed  as to  need .
N early  400 c e r t i f i e d  p u b lic  acco u n tan ts  now work f o r  G eneral Account­
ing  O ff ic e , acco rd ing  to  C om ptro ller G enera l’ s 1966 annual r e p o r t .  L ast 
y e a r ’s passage of PL 89-578, re g u la tin g  accountancy p ra c t ic e  in  D i s t r i c t  of 
Columbia and a ccep tin g  c e r ta in  F ed e ra l s k i l l s  as m eeting ex p erience  q u a li­
f i c a t i o n s ,  i s  expected  to  f u r th e r  in c re a se  th e  number of c e r t i f i e d  p u b lic
acco u n tan ts  in  GAO and o th e r  a g e n c ie s . F ed e ra l acco u n tan ts  a re  a lso  ex­
p ec ted  to  co n tin u e  e f f o r t s  fo r  s im i la r  l e g i s la t i o n  in  o th e r  s t a t e s .
American I n s t i t u t e  P re s id e n t H i l l i a r d  R, G iffe n , on June 14, w i l l  
add ress  th e  Annual Symposium of F ed e ra l Government A ccountants A sso c ia tio n , 
to  be h e ld  in  W ashington, D. C.
Opponents of Keogh law (see  e a r l i e r  item ) a re  expected  to  con tinue  
t h e i r  f ig h t  to  cu t back i t s  p ro v is io n s , o r to  delay  i t s enactm ent d a te ,  in  
90th  C ongress. P roponen ts, co o rd in a ted  through th e  American T h r i f t  Assembly, 
w i l l  s tudy  fu tu re  course  of a c tio n  in  forthcom ing m eeting of ATA Board of 
D ire c to r s ,  to  be a tten d ed  by American I n s t i t u t e  Board member Durwood L. A lk ire .
One of lesser-know n F ed e ra l programs s tim u la tin g  use  o f independent 
a u d ito rs  inv o lv es  Farmers Home A d m in is tra tio n  (A g ricu ltu re  D epartm ent). This 
agency has long had requ irem ent th a t  c e r ta in  c o o p era tiv e  a s s o c ia t io n s ,  in ­
debted  ( f o r  a c e r ta in  minimum) to  F e d e ra l Government, be independen tly  aud­
i t e d .  G eographica lly  w idespread , t h i s  program in v o lves co-ops which re c e iv e  
F e d e ra l lo an s  f o r  use in  s e r v ic e s ,  f a c i l i t i e s  o r s u p p lie s ,  w ith  much recen t 
emphasis in  r u r a l  low-income a re a s . R egu la tions a f f e c t in g  program are  now 
in  p ro cess  of r e v is io n ,  and American I n s t i t u t e  committee component w i l l  be 
in  touch w ith  agency. The Department of A g ric u ltu re  now s tim u la te s  re p o rte d  
use of about 3,300 independent a u d its  p e r  y ea r in  n in e  s e p a ra te  program s.
Committee on R e la tio n s  w ith  Atomic Energy Commission i s  being  e s ta b ­
l i s h e d ,  a f t e r  agency re q u e s t ,  upon recommendation of Committee on R e la tio n s  
w ith  th e  F ed e ra l Government. Committee w i l l  d ea l w ith  e x p lo ra to ry  a reas  of 
m ajor fu tu re  s ig n if ic a n c e ,  where e x p e r ts  a re  few.
O ffice  of Economic O pportun ity  o f f i c i a l s  have rece iv ed  e x ten s iv e  
comment, from Chairman Eugene C. Moyer and th e  American I n s t i t u t e ’s Committee 
on R e la tio n s  w ith  OEO, on th e  agency’s proposed a u d it  guide fo r  community 
a c tio n  g ra n te e s . Agency i s  expected  to  f u r th e r  expand use of independent 
a u d ito rs  during  1967, b u t has made no firm  announcement. Under PL 89-794, 
re g u la to ry  requ irem en ts th a t  independent a u d ito rs  a t t e s t  to  the  "adequacy” 
of c e r ta in  g ran tee  accounting  system s were made s ta tu to r y .
A liens w ith  accoun ting  and a u d itin g  s k i l l s  may re c e iv e  s p e c ia l  con­
s id e r a t io n ,  under re c e n t Department of Labor re g u la tio n s  r e la t in g  to  immi­
g ra t io n .  (See December 23, 1966 F e d e ra l R e g is te r , page 16412.) C ontinuing 
d i f f i c u l t y  in  r e c r u i t in g  young acco u n tan ts  was re p o rte d  in  p r io r  is su e  of 
"W ashington re p o r ts  . . . . . "
F e d e ra l appointm ents and prom otions of i n t e r e s t : To Atomic Energy 
Commission ad v iso ry  p an e l s tu d y in g  accoun ting  f o r  n u c le a r  energy p r o p e r t ie s ,  
American I n s t i t u t e  member P au l G rad y ...T o  D ire c to r  of Department of Housing 
and Urban Development’ s new O ffice  of A u d it, American I n s t i t u t e  member Elmer 
W. M uhonen...to  Deputy A ss is ta n t S e c re ta ry  of Defense f o r  C iv il ia n  P ersonnel 
P o lic y , C arl W. Clewlow.. .To Deputy D ire c to r  of O ffice  of Management S erv ices 
in  F e d e ra l A v ia tion  Agency (now p a r t  of Department of T ra n s p o r ta t io n ) ,  American 
I n s t i t u t e  member Seymour E. B lum ...To S p ec ia l A s s is ta n t  to  S e c re ta ry  o f Navy, 
American I n s t i t u t e  member Norman J .  Ream ...To membership on 1967 P r e s id e n t ia l  
Assay Commission, American I n s t i t u t e  member Jake B. S u reck ...T o  C om ptro ller 
of C urrency, W illiam  B. Cam p...To Deputy D ire c to r  of G eneral A ccounting O ff ic e ’ s 
F ie ld  O perations D iv is io n , American I n s t i t u t e  member F o r re s t  R. B row ne...To 
A ss is ta n t D ire c to r  of GAO’s D efense D iv is io n , American I n s t i t u t e  member Andrew 
B. McConnell.
Bank, a u d it  d is c u ss io n s  co n tin u e . W illiam  McChesney M artin , Chairman 
of th e  F ed era l Reserve Board of G overnors, to ld  Congress l a s t  y e a r " . . .  we 
f e e l  th e re  would be r e a l  m e rit in  l e g i s l a t i o n  s p e c i f ic a l ly  a u th o r iz in g  th e  
F ed e ra l bank su p e rv iso ry  agencies to  re q u ire  o u ts id e  a u d its  in  a p p ro p ria te  
cases such as where in te r n a l  c o n tro ls  a re  inadequate  o r have broken down."  
O ther l e g i s l a t i o n  b e fo re  Congress would, i f  en ac te d , re q u ire  a l l  f e d e ra l ly  
in su re d  banks to  be in d ependen tly  a u d ite d  each y e a r .
N early  11 m illio n  Americans now work f o r  governments of one k ind  o r 
o th e r . T h a t 's  about 18 p e r cen t of th e  t o t a l  work fo r c e ,  acco rd ing  to  the  
F ed e ra l Times. S ta te  and m unic ipal p a y r o l ls ,  in  p a r t i c u l a r ,  have jumped in  
re c en t y e a rs . I n te r n a l  Revenue Commissioner Sheldon S. Cohen re c e n tly  no ted  
th a t  some 15,000 acco u n tan ts  now work f o r  IRS.
F e d e ra lly  s tim u la te d  Independent a u d its  have been th e  to p ic  o f re ­
cen t p an e ls  o r ad d resses  b e fo re  such groups as The A ccountants Forum a t  
Brookings I n s t i t u t i o n ;  Washington C hapter of I n s t i t u t e  of I n te r n a l  A u d ito rs ; 
Washington C hapter of F e d e ra l Government A ccountants A sso c ia tio n  and Maryland 
A sso c ia tio n  of C e r t i f ie d  P u b lic  A ccountan ts. Some 28 F ed e ra l a g e n c ie s , in  
63 s e p a ra te  program s, now s tim u la te  more than  48,000 a u d it  engagements an­
n u a l ly ,  up 10,000 p e r  y e a r from th e  e d i t o r 's  survey  of two y ears  ago. (See 
January  "Washington Background.") L a te s t F ed e ra l programs in v o lv in g  extended 
use of independent a u d ito rs  in c lu d e  u s e s , by c e r ta in  s t a t e s ,  under school 
m ilk  and lunch program s, and, by f i n a l  d e c is io n , an e a r l i e r - r e p o r te d  program 
in v o lv in g  Neighborhood Youth Corps p ro je c ts  (1,800 to  2,500 p e r  y e a r ) .  O ther 
d ec is io n s  a re  pending .
E stim ated  p r iv a te  pension  p lan  "h o ld in g s"  a re  expected  to  be $325 
b i l l i o n  by 1981, compared w ith  $77 b i l l i o n  in  1961, acco rd ing  to  re c en t 
s tudy  by N a tio n a l Bureau of Economic R esearch . (Study w i l l  be p u b lish ed  
by Columbia U n iv e rs ity  P r e s s .)
Large r e a l  e s t a t e  su b d iv is io n  p ro m o ters , o p e ra tin g  ac ro ss  s t a t e  l in e s ,  
would be re q u ire d  to  f i l e  "such c e r t i f i e d  o r  u n c e r t i f ie d  f in a n c ia l  s ta tem en ts"  
as SEC might re q u ire  under l e g i s l a t i o n  su re  to  be re in tro d u c e d  in  90th C ongress. 
The b i l l  f e l l  f a r  s h o r t  of passage in  1966, and seems u n lik e ly  to  succeed in  
90th C ongress.
P ro sp ec ts  f o r  R ussian-U .S . exchange o f m issions of acco u n tan ts  look 
very  dim. For y e a r s ,  p r o je c t  has been o f f  and on, s u b je c t to  in te r n a t io n a l  
c r i s e s  and s h i f t s  in  p o lic y .
The new D efense C o n trac t A udit Agency i s  beg inn ing  to  have an im pact. 
DCAA D ire c to r  W illiam  B. P e t ty ,  an American I n s t i t u t e  member, r e c e n tly  to ld  
C ongress: "We now p re s e n t a s in g le  f r o n t ,  a t  th e  DOD le v e l ,  bo th  to  th e  
c o n tra c to r s  and to  th e  procurem ent ag enc ies  of the  m i l i t a r y  departm en ts. We 
a re  com pletely  independent of th e  m i l i t a r y  departm ents and can th e re fo re  b r in g  
co n d itio n s  which seem to  us to  be w a s te fu l o f th e  p u b lic  funds to  th e  a t te n ­
t io n  of o f f i c i a l s  a t  th e  h ig h e s t DOD le v e l s — o f f i c i a l s  who have th e  a u th o r i ty  
to  tak e  th e  n e ce ssa ry  a c t io n ."
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